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The deposition of W1NSCN L. Dew ITT was taken on 

behalf of the Plaintiff, Afore Marcia Kuchenbrod 

Notary Public for the State of Kentucky at Large, in the 

O' 

offices of Woodward, Hobson & Pulton, 2500 First National 
Tower, Louisville, Kentucky, on June 3, 1986, at 9:00 a.m. 
Said deposition was taken pursuant tt notice for purposes 

of discovery and as provided by the Federal Rules of Civil 

e 

Procedure. 
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IT IS HEREBY STIPULATED AND 
AGREED, by and among the attorneys for the respective 
parties herein, that the sealing and filing of the 
wi&in deposition be waived; that such deposition may 
be signed and sworn to before any officer authorized 
to adnini^tter an oath, with the same force and effect 
as if signed and sworn to before the officer before 
whom said deposition is taken. 

IT IS FURTHER STIPULATED AND 

o 

AGREED that all objections, except as to form, are 

reserved to the time of trial. 

o 


O' 
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(B&W) PROTECTED BY 
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1 I WIN SOW L. DeWITT, 

2 r* called upon oral examination by counsel for the 




3 

plaintiff, after having been first duly sworn, was 



4 

o 

examined and deposed as follows: 



5 


DIRECT EXAMINATION 

z 


6 

BY MR. &ARK5R: 


% 


7 

Q. 

Would you give the court 

r * 

W 


3 

reporter yo3r full 

name, please? 



9 

A. 

Yes. Winson, W-i-n-s-o-n, L. 

. 



O 


5. 


10 

Dewitt. 







■< 

■ 


11 

Q. 

_ Where do you reside? 

o 







12 

A. 

In Louisville. 

b 


13 

Q. 

Where exactly? | 

ua 




M 

Z 


14 

A. 

<*• REDACTED 

Z 




! 

S: 


15 

Q. 

By whom are you employed? j 

J- 

<■ 

> 

16 

A. 

| 

Brown & Williamson Tobacco. j 

z 

5 

> 

17 

Q. 

How long h’ave you been employed i 

rv» 

Q 

z 

e . 

jO £ 

Si 

18 

19 

by Brown i Williamson? 

e I 

A. - 2 9- years. 1 

u 

JS 

If 

it 

20 

Q. 

t 

Can you briefly describe your 


21 

employment history 

at Brown & Williamson? 


if 

22 

A. 

Well, I suppose the mdie 


fl 

23 

important would be 

the current employment activities? ; 


of 



O j 



24 

Q- 

In the last 15 years? 


§2 

25 




£ * 

A. 

Last 15 years or so? I workec^ 


•£3 





Si 

« 
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In acquisitions, diversified operations with some of 
our nontobacco activities. At one time I was vice- 

president of B&W industries, which was the predecessor 

o 

to BATUS, which is the holding company in the U.S. 

I from there went into -- as 
president of our International division, was in that 
position for about three and a half years, and from 
there went Sack to the corporate side and have had 

responsibility for strategic planning, for facilities, 

o 

management, for property, for the HIS computer 
operations. I have 0 been on the Board a long time, 15 
years I guess. 

Q. When did you take over your 

responsibilities that included strategic planning? 

A. That's been on and off. Back 

earlier in my career, let's say, 20 years ago, I was 

involved with planning, along with acquisitions. And 

then upon returning back to the corporate from the 

International division, strategic planning was one of 

the functions that reported to me. p 

Q. And what is your current 

position? v 

A. My current position is that I'm 

e 

in the process of retiring soon. I have no functional 
responsibilities. And I'm a senior vice-president, ^ 
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1 
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12 
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15 

16 
17 
1 8 

19 

20 
21 
22 

23 

24 

25 


still on the board and on the executive committee. 

Q. Okay. How long have you been on 

the executive committee? 

o 

A. I'm not really certain. 

Probably around ten years. It's been a while. 

<s* Q. In 1984 who was on the executive 

committee with you? 

Hell, I think our chairman at 


a<2 


that time was Dr. Hughes. He would have been chairman 

o 

of the executive committee. We would have had Carl 
Heger, who is the financial vice-president, Dick 
Blott, who was executive VP for marketing, and I think 
Tommy Sandefur I believe at that time was president. 

I believe that would have been 


Has John Alar -- 


— president in 1984? 
Yes. Hell, there was a 


the composition of the committee then. 

Q. 

A. Oh, yes. 

Q. 

A. 

transitional period there, and John Ala^would have 
been on the committee then also. 

Q. Do you know a Hr. McDo^hough? 

A. John McDonough, yes. He came 

from BATOS. He was with BfcW for a relatively limited 


period of time. I can't recall. About a year. 
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6 




1 

somewhere thereabouts. 

2 

* Q. 

Okay. 

3 

A. 

He could have — depending on 

4 

G 

when in '84 could have been on the executive 

5 

committee. 


6 

& Q. 

Did you report to Mr. McDonough? 

7 

A. 

I reported -- depends on when. 

8 

Part of the 9 time 

when he was there I reported to him, , 

9 

part of the time 

I reported to Dr. Hughes. 

10 

Q. 

Okay. In 1985 who did you 

11 

report to? 

o 

12 

A. 

In *85 again part of that time I 

13 

reported to Dr. 

Hughes, and part of it I believe to 

14 

Tommy Sandefur. 

O' 

15 

Q. 

when Mr. McDonough was at Brown 

16 

& Williamson what was his position? 

17 

A. 

I'm not so£e exactly his title.’ 

18 

He was either a 

senior or an executive vice-president, 

A 

19 

and he had responsibilities for finance, and for the 

20 

functions that were under me, which wer ^planning 

21 

and — and MIS and facilities management and so on. 

22 

Q. 

And then he went back *feo BATUS; 

23 

is that correct? 


24 

A. 

Yes. 

25 

Q. 

Was his position filled when 
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went back to BATUS? 
A. 


Yes, but in a different way. 


Carl Heger, wbo was — had been at BATUS, was 

o 

transferred back to Brown & Williamson, and he took 
over as vice-president of finance, but I did not 
report bo Heger at that time. 

Q. When was Hr. Heger in — at 

BATUS? ® 

A. I'm not sure of the exact time. 

o 

He was there for a couple of years, maybe three. 


Q. 

A. 

Q. 

A. 


Do you know a Hr. Cummins? 
Yes. 

V&o is Hr. Cummins? 


Hr. Cummins is currently with 

O' 

BATUS. He's a vice-president in the financial area. 
I'm not sure exactly what his title is at the moment. 

Q. Has he eve? been with Brown & 

Williamson? 

A. Yes. He was with Brown & 

Williamson prior to going to BATUS. ^ 

Q. And do you know when he went to 


BATUS? 


Probably 

e 


A. I would have to guess, 

about five, four to five years ago. 

Q. Was there in 1 985 a regular ^ 
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8 

A 




1 

meeting of the executive committee on Mondays? 

2 

•A 

A. 

In 1985? 

3 


Q. 

Yes. 

4 

o 

A. 

We tended to have Monday 

5 

meetings. 

I 

would say they were semi regular. 

6 

v5> 

Q. 

Okay. Did you prepare -- in 

7 

1984 were 

the 

semi regular meetings of the executive 

8 

committee 

off Mondays? , 1 

9 


A. 

In 1984? 

10 


Q. 

o 

Yea. 

11 


A. 

0 I think the same answer. 

12 


Q. 

Okay. Old you prepare agendas 

13 

for the semi 

•o 

regular meetings of the executive 

14 

committee? 

O' 

15 


A. 

Usually. 

16 


Q. 

Did you circulate those agendas 

17 

to members of 

the executive committee? 

18 


A. 

Yes. 

$ 

19 


Q. 

Did you prepare any minutes for 

20 

the semi 

regular executive committee meetings? j 

21 


A. 

I prepared — I'm not sure 

22 

whether minutes is the proper classificatiori^or not. 

23 

1 prepared notes of some of the key discussion or 

24 

activities or 

deci si ons. 

25 


Q. 

Did you circulate that documei^ 


> 
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to members of the executive committee? 

A. Ye 8. 

q. Have there been any discussions 

atP any executive committee meetings In 1984 and 1985 
about generic cigarettes? 

A* Ye s» 

Q. Do you know if you have made any 

notes about 9 generic cigarettes in your minutes? 

A. It would be speculation on my 

o 

part. I would assume that there probably is some 
reference to generic cigarettes in those minutes. 

Q. Do you recall any discussions 

about Liggett & Meyers^in any executive committee 
meetings ? 

O' 

A. I don't recall any specific 

discussions. In as much as the issue of generic 
cigarettes and Liggett & Meyers ere fairly closely 

tied. I would assume that Liggett & Meyers would 

e 

become a part of the conversation at one point in 
time. 

Q. Did you maintain copies of the 

minutes in your files? 

MR. KLOTZ j Object to the form. 

o 

Go ahead and answer. 

. A. Yes. My secretary maintained 
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10 

copies of files, yes. 

Q. Okay. 

MR. BARKERx Mr. Klotz, are 

o 

there any executive committee minutes that are going 
to be produced in this case? 

& HR. KLOTZ t As I told you in our 

telephone conversation about a week ago, I have not 
personally Reviewed the minutes, but I have spoken to , 

the person who has personally reviewed the minutes, 

o 

and my understanding is that we have looked through 
everything that coiy.d be construed as executive 
committee minutes and have found nothing responsive to 


your document requests. 

MR. BARKER: Okay. Thank you. 

O' 

MR. KLOTZ: But you have my 
assurance that if any of those documents are 
responsive, they will be produced, but it's my 
understanding we reviewed them fairly thoroughly and 
that they are not. 

Have you heard of p,Hallmark? 
Hallmark? 

Yes. * 


Q. 

A. 

Q. 

A. 


B&W or BAT owns. 
Q. 


1 believe it's a brand name that 

9 

Okay. Do you recall hearing ^ 
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11 

fv 

1 that Brown & Williamson was considering marketing 

2 * Hallmark as a branded generic? 

3 A. Not specifically as a branded 

4 generic. 1 recall discussions about the possible 

5 utilisation of Hallmark as a brand. I think It was 

6 perhapstfconsidered to be a mid priced brand at one 

7 timer but — 

8 9 MR. BARKER: Okay. Let's have , 

9 marked as Exhibit 1 a document bearing Brown & 

o 

10 Williamson Bate stamp 81906 through 81915. 

11 (Whereupon^ Dewitt Exhibit 1 was marked for 

12 identification.) 

13 Q. £• 11 show you what has been 

14 marked as Exhibit 1 and ask you if you have seen a 

O’ 

15 copy of that document before? 

16 A. I can't be certain that this 

17 specific document I have seen before. 

18 Q. Do you recall hearing that in 

5 

19 1983 Brown & Williamson was considering marketing 

20 Hallmark cigarettes? ^ 

21 A. I can't be specific to 1983. 

22 Q. Okay. Drawing your attention to 

23 Page 81911. the last paragraph on that page, first 

e 

24 sentence of which reads, "without testing both 

25 concepts it is Brown & Williamson's judgment that w^ 
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should support with media and by agreement recognize 
profit loss. • 

Do you know whose agreement is 
be^ng referred to in that sentence? 


Q • 


No, I don* t. 

Do you recall when you first 


heard that Brown a Williamson was considering entering 
the generic Segment? 

A. No, I couldn't be specific about 

o 

that. It —• I would assume that was about 1982, 

somewhere thereabouts. 

o 

Q. Let me show you what has been 

previously marked as Th^araldson Exhibit 15 and ask you 

if you have seen a copy of that document? 

O' 

A. I can't be certain with this 

specific document that I have seen it. 

Q. Okay. Do ^ou recall being 

present when any overhead presentation was made on 
the — on Brown t Williamson's possible entry into the 


generic segment? 


Not specifically. 


Q. Okay. Do you recall attending 

any meetings at which Mr. Parrack made a presentation 

«> 

on entry into the generic segment? 
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Q. Do you recall attending any 

meetings at which Hr. Christensen made a presentation 
on entry into the generic segment? 


A. 
Q. 
& A. 
Q. 
A? 

Q. 

A. 

Q. 


Not specifically. 

Do you know a Mr. Bruell? 

I'm sorry? 

Bruell, B-r-u-e-1-1? 

Eric? 

Yes. 

Ye s, X do. 

Did you have any discussions 


with Mr. Bruell about Brown & Williamson's possible 

o 

entry into the generic segment? 


A. 


I did not have any personal 


discussions with Mr. Bruell. 

Q. Okay. Do you know of anybody at 

Brown & Williamson who had any discussions with Mr. 
Bruell about Brown & Williamson's possible entry into 
the generic segment? 

A. Mr. Bruell in his gole with 

British American Industries, BATCO, periodically came 
to B&W and reviewed marketing issues. My assumption 
would be that he did discuss particularly with our 

9 

marketing people or with our chairman and president an 
issue such as generics. 
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q. Do you recall bearing that Hr. 

Bruell had any concerns about Brown & Williamson's 

entry into the generic segment? 

o 

A. My recollection is that Hr. 

Bruell along with BAT in general was concerned about 
the wholse issue of margins that would be available in 


the generic business. 

Q.® 

issue first arose? 

o 

A. 

Q- 

first arose? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 


Do you recall when that — the 


NO. 

Do you recall how the issue 


tfo. 


position. 


Q. 


February of 1984? 
A. 


Do you know a Hr. Dennis? 

O' 

Hr. Gerald Dennis? 

Yes. 

Ye 8. ^ 

What is his position? 
l*m not sure of his current 


What was his position in 


1 believe he was chairman of the 


board of BATUS as well as a member of the board of BAT 
Industries. ^ 
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Q. Let ie show you what has been 

narked previously as Alar Exhibit 29, and focus your 

attention on the first three pages. I believe the 

o 

fourth page has got nothing to do with the first 
three. 

^ (Off the record discussion.) 

Q. Okay. Have you seen a copy of 

Alar Exhibit -- the first three pages of Alar Exhibit , 
29 before? 

o 

A. No, I don't think so. 

Q. 0 Do you recall attending a 

meeting with Hr. Dennis in February of 1 984? 


Shehee? 


A. 

Q. 

A. 

Q. 


No, I don't. 

Do you know a Hr. Patrick 

O’ 


Yes. 

Do you redfll attending a 
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the executive committee about the packaging for Browjj 
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& Williamson's generic cigarettes? 

A. No. 

Q. Okay. I'll show you what has 

o 

been marked as Tharaldson Exhibit 27 and ask you if 
you recall seeing a copy of that? 

A. No. I have never seen this. 


Q. 


Do you recall any discussions 


Q. 


Okay. Do you recall how the 


issue of Brown & Williamson's possible entry into the 
generic segment was presented to the executive 

e 

committee? 

HR. KLOTZ: Object to the form* 
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about the document at the executive committee? 

A. Not specifically. 

o 

Q. Generally? 

A. o Well, not generally either. 

Q. Okay. Let me show you what has 

<> 

been previously marked as Alar Exhibit 9. 

HR. ^RKERt Off the record. 

(Off the record discussion.) 

A. I can't say as I have 

specifically seen these documents. Certain 
information I recognize, but whether they were 
initially generated through these documents or through 
some other source X couldn't be certain.^ 
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Go ahead and answer. 

A. Well, with reference to some of 

the information I said I have recognized previously, 
on? of the key concerns as I recall was our 
disproportionate fair share loss to generics was one 
of the tyy factors that prompted B&W to consider the 
issue. 

Okay. My question was how the 
issue was first presented to the executive committee? 


A. 


I think — 


question. 


A. 


0 . 


1 think I answered that. 

MR. KLOTZ: Object to the form. 

1? believe I responded to that 


Okay. 

MR. KLOTZ t Possibly the 
question is unclear what you asktfd him. 

Q. Was it presented to the 

executive committee by a document? 

A. I can't -- 

MR. KLOTZ: Object to the form. 

A. 1 can't be specific on^that. l 

think this is an issue that evolved over a period of 
time, and I don't think there was any one magical 


moment when something snapped like that and all of a 
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sudden a presentation was made to the executive 
committee. 

Q. Okay. Do you recall the 

executive committee recommending that Brown & 
Williamson enter the generic segment? 

^ A. No. I'm not sure — so sure 

that would have been a specific recommendation from 
the executive committee. 

Q. Do you recall the executive 

committee deciding that Brown a Williamson would enter 


the generic segment? 

o 

A. 

Q. 


No. I don't. 

rib you recall how the decision 


to enter the generic segment was brought about? 

O' 

A. Not specifically how it was 

brought about. It would have been probably in 
combination with our chairman's Recommendation or our 

president's recommendation or the marketing 

s 

people's recommendation to BATUS or to BAT Industries. 

Q. 

recommendation took? 

A. No. <> 


Do you know what form the 

P 


Q. 


Did you participate at executive 


committee meetings in the recommendation to enter the 
generic segment? 
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A. 


HR. KLOTZ: Object to the form. 
As I have said previously, l 


don't believe it was a recommendation that was 

o 

specifically made by the executive committee. 

q. Oo you recall when you first 

heard tfrat Brown & Williamson was going to enter the 
generic segment? 

A? Not as to a specific time or 

date. 

o 

Q. Do you recall hearing of any 

discussions between Q Mr. Shehee and Mr. Hughes 
concerning entry into the generic segment? 


A. 


I recall hearing that Hr. Shehee 


had a concern about B&W entering the generic segment. 

O' 


Q. 


And do you recall what Hr. 


Hughes* position was about entering the generic 


segment? 


A. 


MR. KLOTZ: Object to the form. 
® 

I'm just not certain. I don't 


believe that without Or. Hughes' endorsement that Hr. 
Shehee would have — he wasn't in a position to make a 
judgment either way without a recommendation^ 1 would 
assume that he supported it. 

Q. Do you recall having any 

discussions with Hr. Sandefur in January through May^ 
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1 

of 1984 concerning Brown & Williamson's entry into the 

2' 

* generic segment? 


3 

A. 

1 don't recall any specific 

4 

O 

discussi ons. 


5 

Q. 

Do you recall any discussions 

6 

with Mrtf Blott about Brown & Williamson* s entry into 

7 

the generic segment? 


8 

A®. 

£ think the same answer. 

9 

Q. 

Do you recall hearing that one 

10 

of Brown & Williamson 

' s strategies with respect to the 

11 

generic segment wovg.d 

be to not enlarge the segment? 

12 

A. 

To not enlarge the segment? 

13 

Q. 

Right. 

14 


MR. KLOTZ: Object to the form. 

O' 

15 

A. 

I don't recall that as being a 

16 

specific strategy. 


17 

Q. 

Do you re&ll that being a 

18 

constraint? 

MR. KLOTZ : Object to the form. 

19 


20 

A. 

Not a constraint.p You mean as 

21 

related to entering the segment? 

22 

Q. 

Yes. * 

23 

A. 

No. The principal concern that 

24 

I recall was the fact 

that our brands were losing a 

25 

larger proportion to 

generics than anybody else in £he 

/ 
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industry, and that was our primary concern. 


concerns? 

G 


Do you recall any other 


Margins, very concerned about 


the low margin availability in the business. 


^ Q. 


Any other concerns? 

Hot that I could -- that were 


key concern^ that I can recall. 

Q. The key concern was the loss of 

o 

Brown & Williamson's full revenue margins; is that 


correct? 


MR. KLOTZ: Object to the form. 

•0 

Well, we were — do I answer? 

MR. KLOTZ t Go ahead and answer 
O' 


if you can. 


A. We were concerned primarily 

because our franchise tends to b£ skewed overall 

toward the lower end of the consumer segments. Our 

e 

brands appeared to be, and at least I think supported 
by some of the material I have seen, losing a 
disporportionate share to the lower priced brands. 


study documentation? 


was that based on switching 


I believe, yes. 

Did anybody raise any question 
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as to whether the switching studies were valid? 

A. Not that I recall. 

Q. Do you recall any discussions in 

G 

1984 about the creation of volume breaks for rebate 
purposes? 

Volume breaks? 

Breaks, yes. 

I don't recall any specific 


A. 

Q. 

A? 


discussions. I do know that there were -- that the 

o 

sales department did an awful lot of work in trying to 
determine how to obtain distribution and how to market 
the product. It was a product that was a different 


Do you recall any discussions as 


type of a product than we had previously experienced. 
Q. 

to Brown a Williamson reducing the list price on 
generic cigarettes prior to entry into the generic 
segment? 

A. The list price? 

e 

Q. Yes. 

HR. KLOTZ : Object^,to the form. 
A. I'm not sure I understand the 

question. If we hadn't entered the segment, 1 ^ we 
wouldn't have an established list price. 

e 

Q. Right. But prior to entry you 

were -- Brown a Williamson was considering various ^ 
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ways In which to price a generic product; is that 
correct? 

A. Oh, I think that would be 

obvious. Liggett was already in the business. If we 
were going to get in the action, we had to be 
competitive with Liggett. 

q. One of the factors that Brown a 

Williamson dbnsidered was what to do with the list 

price for generic cigarettes; is that correct? 

o 

A. I'm certain that's right. 

Q. And do you recall a discussion 

o 

that Brown & Williamson should not reduce the list 
price for its generic cigarettes because that would 
expand the category? 

O' 

HR. KLOTZt Object to the form. 
A. No, I don't recall any specific 

discussion on that. 

Q. Do you recall any discussions 

e 

prior to Brown a Williamson's entry into the generic 
segment about generic sales to the military and Brown 
a Williamson's strategy with respect to sales to the 
military? <> 


A. 


I believe that at that time -- I 
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voluntary price reductions on branded merchandiser 
that there would be a# say, a $2 discount on various 

products. 1 think Reynolds perhaps started that 

o 

activity in the military, and 1 believe we followed it 
with Viceroy. 

(Off the record discussion.) 

Q. I'll show you what has been 

marked as Tfiaraldson Exhibit 24 and ask you if you 

have ever seen that document? 

c ' 

A. No, I don't think I have ever 

seen this specific gocument. 

Q. Let me show you what has been 

previously marked as Tharaldson 34. 

A. I don't recall it. 

O' 

Q. Okay. Drawing your attention to 

Item Number -- Page 95210, Item Number IB, which 
refers to launch of Hallmark as 1 branded generic 
following precisely the pathway of RJR. 

Do you recall hearing that Brown 
& Williamson was considering launching l^llmark as a 
branded generic? 

A. I recall discussions about the 

utilization of Hallmark as a value brand as one of the 
options that Btw was considering at one point in time. 

Q. Do you recall why Brown 6 ^ 
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William80n did not launch Hallmark as a value brand in 
1984? 

A. I think the basic issue got down 

o 

to the activities of our competitors, principally 
Reynolds with regard to Doral, that Doral was 
beginning to be positioned price either equal to or 
lower than black and white generics, and — but Doral 
was a name €hat was already established. Hallmark was, 

one that was not. I think the economic proposition as 

o 

I recall just wasn't satisfactory, the coat to 
establish a name. 

q. Do you recall when that decision 

was made? ^ 


A. 

Q. 

deci si on? 

A. 

Q. 

MMDA? 


Mo. 

O' 

Do you recall who made the 
No. * 

Have you heard of a form called 


A. 

Q. 

A. 

Q. 

concerning major 
by certain — 


HHDA? P 

Yes. 

NO. ^ 

Have you heard of a document 

$ 

marketing decisions that are approved 
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A. 

Q. 

A. 

Q. 

A. 

<5* Q. 


Yes. 

— individuals? 

Yes. 

What is that called? 

HMDR. 

Do you know if an MMDR was 


compiled in connection with Brown & Williamson's entry 
into the geiSsric segment? 

A. No, I don't know if one was 

o 

compiled. 

Q. do you know the criteria in 

which the — that are used in connection with the 
filling out of an MM DR? 

MR. KLOTZ: Object to the form. 

O' 

THE WITNESS: Answer it? 

MR. KLOTZ: You can answer it if 

ip 

you understand it. 

Q. well, strike that. What are the 

circumstances in which an MMDR is filled out? 

A. Ordinarily an MMDRp,is prepared 

when the marketing people want to recommend a shift of 
spending from one brand or one category of d&ending to 
another. 


Q. 


How often does the Board of 


Directors meet for Brown & Williamson? 
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1 

A. 

Very Infrequently. 

2 

^ Q • 

Like once a year? 

3 

A. 

Maybe twice a year, on occasion 

4 

ma^be three times a 

year, usually for legal purposes 

5 

only. 


6 

* Q - 

Has there been any discussion of 

7 

generic cigarettes at the Board of Directors meetings? 

8 


Not that I recall. 

9 

Q. 

Let me show you what has been 

10 

o 

previously marked as Olges Exhibit 25. 

11 

A. 

Okay. 

o 

12 

Q. 

Are you familiar with that 

13 

document? 

o 

14 

15 

A. 

Q. 

res. 

O' 

What is that document? 

16 

A. 

It's a competitive analysis. 

17 

Q. 

Prior to 1*85 was that done on 

18 

an annual basis? 

.9 

I believe it was. It seems to 

19 

A. 

20 

me that we have been doing these for — oh, several 

21 

years, back into the '80's I would think. 

22 

Q. 

i 

And is this a do cum ent<> th at is 

23 

generated from your 

department? 

24 

A. 

9 

It was generated from a 

25 

department that at 

that time reported to me. 

* 
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1 

Q. 

Hell, is that Ms. Olges? 


2 

A A. 

Yes. She was a planning 


3 

manager. 



4 

° Q. 

Okay. Have you discussed 

your 

5 

deposition with any 

Brown & Williamson employee 

prior 

6 

to todaft? 



7 

A. 

Any Brown & Williamson's 


8 

employees? 9 



9 

Q. 

Yes. 



o 



10 

A. 

No. 


11 

Q. 

Did you participate in the 

12 

preparation o£ Olges Exhibit 25? 


13 

A. 

&>t in the preparation of 

it. I 

14 

reviewed the document. 



O’ 


15 

Q. 

Did you review the document 

16 

before Olges Exhibit 25 was created? 


17 

A. 

I' m not sute. 


18 


MR. KLOTZ: Object to the 

Strike it. Did you revict 

form. 

19 

Q. 

f 

20 

drafts of Olges Exhibit 2 5 prior to its ^inal 


21 

cr eati on? 



22 

A. 

That would have been the 


23 

ordinary procedure. 



24 

Q. 

And you don't recall the 

25 

ordinary procedure 

not being followed in this case?^ 
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A. Not in my memory, no. 

Q. Okay. 

A. with the possible exception to 

o 

that if I happened to have been out of town or 
something of that sort at the time, but with regard to 
this specific one, my assumption is I probably 
reviewed it. 

Q® Drawing your attention to Page , 

7 2, which is Page 13 84 4 8, the sentence which reads, 

o 

'LW s future rests on generic's growth as it is L&M's 
only large brand. Jhey must generate both growth and 
funds for L&M. " 

In May of 1984 was it Brown & 

Williamson's view that L&M's future rested on generic's 

O' 

growth? 

A. I'm not sure it would be 

accurate to characterize that a^being Brown & 
Williamson's opinion. 

If you look at this competitive 
analysis update, there are a lot of opinions in here 
by the writer. To characterize it as being Brown & 
Williamson's opinion, I'm not so sure I woufd do that. 

Q. Drawing your attention to the 

e 

next page. Page 13 8449, do you recall hearing that L&M 
had launched a consumer advertising program with $8^ 
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million in spending during 1983 for its generic 
cigarettes? 

A. You're referring to Number 5? 

G 

Q. Yes. 

A. 1 recall having knowledge that 

L&M was <s pen ding money in media to support the -- 
their generic products. 


Q. 


Okay. Drawing your attention to. 


the next page. Item Number 10. the second bullet. 

o 

"During October 1983 L&M started putting a new quality 
seal on its generic^" 

were you aware of that as of Hay 

1984? 

A. Not specifically. 

q. Drawing your attention to pages 

75 through 77. do you know who was the principal 
drafter of those three pages? ^ 

A. Well, since Ms. Olges was 

e 

responsible for producing this document. I assume that 
she's the principal drafter. p 

Q. Do you recall reviewing those 

three pages? ^ 

A. 

q. Drawing your attention to Page 

85 — well, first of all, do you recall hearing that^ 
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there was an LBO at Liggett? 


MR. KLOTZ: Object to the form. 
An LBO? 

Yes. That Liggett was engaged 


in a leveraged buy out in 1984? 


A. 


I can't be specific with regard 


to it. I think there was a lot of speculation, 
particularly in the Hall Street Journal that 

management -- that the then management was considering 

o 

a purchase of the business. 

q. 0 Okay. Here you of the view that 

a leverage sale of L&M could potentially strain L&M 


corporate resources? 


I'm not sure I have any opinion 
O’ 


on that, or had any opinion on that. 

Q. Okay. Did you ever think that 

the LBO had gone through? ^ 

A. No, not personally. 

5 

Q. Did you ever hear that? 

A. No. ^ 

q. Okay. Let me show you what has 

been marked as Bores Exhibit 5. Do you recall seeing 
a copy of Bores Exhibit 5? 

e 

A. Yes. 

Q. Do you recall who prepared th^ 
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attachment to Hr. Sandefur's March 21, 1985, 
memorandum? 

A. I believe the most part of it 

o 

was prepared by the planning department, most likely 
by Trina Olges. 

Q. Did you see it before it was 

given to Mr. Sandefur? 


A. 




I think that's a reasonable 


assumption. 

o 

Q. Did you prepare a response to 

Hr. Sandefur's Marcl^ 21, 1985, memoranda? 

A. I don't recall personally 

preparing a response to it. 

Q. 

responses were prepared by certain vice-presidents? 

A. 1 think that's very likely. 

Q. Did you receive any copies of 

their responses? 

A. I can't recall specifically 

receiving them. I think it's probable t^at 1 did. 


Okay. Do you recall if 

O' 


but — 


Q. 


Let me show you what h<fcs been 


too long to read. 




TAN NEW BAUM, KUCHEWBROD & PATEN 
Louisville, Kentucky 40202 
(50 2) 5 87-19 84 


previously marked as Parrack Exhibit 11 and ask you if 
you recall seeing a copy of that? It won't take you 


424 18795 


http://legacyJib(ai^csf.e0iatliid)tajrl9fI|a^ipBMw.industrydocuments„u csi.edu/docs/pqxl0001 





'ENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


It's kind of bard to tell 


whether I have seen this. 


Would an unredacted copy of that 


assist you in refreshing your recollection? 

A. It perhaps would. I believe 

that Parrack reported to ae at that tine, or maybe 
just prior to reporting to me perhaps. I'm not sure. 


I can't be tffcplidt. 


Okay, 


As of June of 1985 who 


were the immediate people reporting to you? 

A. I'm not sure exactly of the 

o 

timing that Parrack came into the department, but the 
people I can recall specifically — Parrack may or may 
not have been then. Jack Shadle who was responsible 
for the HIS, George Glassner who was responsible for 
facilities management, either Parrack or Olges. I'm 
just not sure of the timing ther^. 

Q. Do you recall discussing with 

5 

Mr. Parrack his comments to Mr. Sandefur's March 21st 


memo? 


Parrack. 


Not specifically with Mr. 


Q. Do you recall discussing Mr, 

Sandefur's March 21 memo with anyone at Brown & 
Williamson? 
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A. 1 discussed — I recall 

A discussing with Trine Olgea some of 'the issues that 

she had outlined on generic strategy and maturity of 

o 

declining industries. 

q. And what do you recall 

discus8img with her? 

A. Just that I thought it was an 

interesting®analysis that she had produced. It wasn't, 

an original analysis as I discovered. Zt came out of 

o 

a textbook or something of that sort f but it was 
trying to analyze w£at typically happens to companies 
in mature and declining industries. 

q. Do you recall attending any 

meetings to discuss the responses to Mr. Sandefur's 
March 21 memo? 

MR. KLOTZ s Object to the form. 

A. I'm not so^sure it was directly 

in response to this. I recall attending discussions 
where we looked carefully at ourselves and all of our 
competitors in terms of strengths and w^knesses. what 
we called opportunities and threats. 

And if I look at the i&ckground 
documents here, there's a lot of discussion about 
strengths and weaknesses of our competitors. My 
assumption is that type of document led to those tyjjjps 
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of discussions. 

q. Let me show you what has been 

previously marked as Olges Exhibit 29 and see if that 

O 

refreshes your recollection about responding to Hr. 
Sandefur's March 21 memoranda? 

Yeah. I assume this is a 
It's my memo to him, my cover memo to 

» 

Do you recall what you said 

other than what — 

A. o No, not specifically. 

HR. KLOTZ: Other than on 

■o 

matters relevant to the lawsuit you mean? 

HR. B^R5KERs Well, are you 
representing. Hr. Klotz, that all of the material on 
Olges Exhibit 29 that has been redacted from it is 
irrelevant to the lawsuit? 

HR. KLOTZ: Since I didn't do 
the redaction, I'm not in a position to make a 100 
percent guarantee to you that everythingpthere is 
irrelevant, but I can tell you it was our policy to 
redact material only on the grounds that it was 

irrelevant or privileged, and if this was redacted 

e 

consistently with our policy, it would follow from 
that that all of the material redacted is irrelevant^ 
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to the lawsuit, yes. 


HR. BARKER: I would ask that 


you check that particular document, please. 

o 

Q. Do you recall making any 

comments on Liggett & Meyers in your April 1* 1985, 
memorandum? That's not going to help. 

A. I don't recall specifically, no. 

Q? Okay. 

HR. BARKER: I'd like to have 

o 

marked as Dewitt Exhibit Humber 2 a document bearing 
Brown & Williamson §ate stamp 1387 89 through 13 87 9 9. 

(Whereupon, DeWitt Exhibit 2 was marked for 

<> 

identification.) 


A. 

Q. 

Dewitt Exhibit 2 — 
A. 

Q. 

A. 

Q. 

exhibit is? 

A. 


Okay. 

O' 

Do you recall seeing a copy of 


Yes. r 

— prior to today? 

Yes. 

Can you identify v£at that 


This is the -- the cov^r is a 


draft of a -- of a transmittal letter to Hank Frigon 
from Tommy Sandefur transmitting our competitive 
analysis, or excerpts at least, from our competitive^ 
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analysis, and what ouc cue cent position was relative 
to the items listed on Page 1387 90. It was a part of 
a 10 year view that was required by BATUS for B&W to 
prepare annually. 

q. Did you participate in the 

preparation of Dewitt Exhibit 27 

A. I assume I was involved with it. 

This was prepared by Trine Olges and our financial 
people. A lot of this exhibit that's not here. 


financial projections. 
Q. 


The cover letter refers to a 


restructuring of Brown & Williamson's — this is the 
second paragraph -- "A Restructure of Brown & 
Williamson's internal mechanisms to ensure an ongoing 
focus on our key competitors." 

What was the restructuring that 

was going on? 

A. I think it's more format than 

e 

anything. In terms of our competitive analysis, we I 
believe had previously been preparing those complete 
analyses on an annual basis and an update at the end 
of a six month period, and I think what we toied to do 

is remove some of the bulk out of that analysis and 

e 

focus just on key changes. 


Q. 


Okay. Drawing your attention to 
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Page 13 8794, is that your handwriting? 


Do you know whose handwriting it 


No, 1 don't — I can* t identify 


that. As a matter of fact, I can't read it. 

Q. Drawing your attention to Page 

13 8797, once 9 again it's — I think the writing is — , 

well, it's been cut off, but can you read what remains 

o 

in the right-hand corner there as to who the author 


No, I can* t. 


olcay. Do you recall hearing in 


1985 that Brown & Williamson's presence within the 

O' 

generic segment had appeared to have resulted in 
reduced consumer advertising by L&M and a slowing in 
the segment's growth rate? 

A. As I recall, the issue of 

reduced advertising occurred. I'm not sure why it 
occurred, but L&H began to — it appeared to me to 
spend more of their money on pricing issues as opposed 

to advertising issues. ^ 

q. Okay. And do you recall also 

o 

hearing that the generic segment had slowed in growth? 

A. I believe that was a factual ^ 
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position as I recall. 1 believe it had slowed. 

Q. Right. Do you recall hearing 


that? 

o 


A. 


Yes. 

MR. BARKER t Let me have marked 
as DeWitt Exhibit 3 a document bearing Brown a 
Williamson Bate stamp 13 8800 through 13 8813. 

(Whereupon, DeWitt Exhibit 3 was marked for , 
Identification.) 

C MR. BARKER} Off the record. 

(Off the record discussion.) 

o 

A. This appears to be a subsequent 

draft of the one we jus£ saw. 


Q. 


Okay < 


Are there two drafts in 


DeWitt Exhibit 3, one through page 13 8800 and then 
again starting at 13 8805, or 06 actually? 

A. Well, they ^appear to be again 

subsequent drafts. I'm not sure which was first. 

Q. Okay. Can you identify the 

handwriting on Page 13 8806? ^ 

A. T. S. comments? 

Q. Yes. <f 

A. It appears to be mine. 

Q. Is that referring to Mr. 

Sandefur? 
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A. 

Q. 


Yes. 

Do you recall- receiving Mr. 


Sandefur's comments orally or in writing? 

o 

A. I don't recall. 

Q. OKay. Drawing your attention to 

Page 13Milr is that Mr. Sandefur's handwriting? 

A. 138811? 

Q. 9 Yes. To the extent it's not 

obliterated? 

o 

A. I can't be certain at all on the 

top one. The bottom one appears to be Mr. Sandefur's 
handwriting. 


Q. 


Do you recall if a letter was 


actually sent to Mr. Frigon? 

O' 

A. I don't specifically recall. 

MR. BARKER: OKay. I'd like to 
have marked as Dewitt Exhibit 3 ^ document bearing 
Brown & Williamson Bate stamp 153661 through 153667. 

(Whereupon, Dewitt Exhibit 4 was marked for 
identification.) r. 


Q. 

Exhibit 4 is? 

A. 


Can you identify what DeWitt 


Ho. Would an unredacted version 
of DeWitt Exhibit 4 assist you in your review of that 


document? 
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A. Perhaps. I -- this appears to 

be just a part of an ongoing strategic analysis or 

review. We did an awful lot of these sort of things. 

o 

Q. Okay. Drawing your attention to 

Page 153664, do you recall discussions in 1985 about 
the possibility of vertical integration between 


distributors and LtM? 


about that, no. 


I don't recall any discussions 


Q. Do you recall any discussions 

about a leveraged btgy out not appearing viable in 1985? 

A. Well, as 1 said previously, 

there were an awful lot of discussions in things like 

the wall street Journal and what have you. That's 

O' 

likely where this type of a comment came from. 

Q. Have you attended any executive 

committee meetings at which the possibility of an 

acquisition of Liggett has been discussed? 

© 

A. I don't recall that issue ever 

being discussed in the executive commit^e. 

Q. Okay. Have you ever discussed 

with any Brown & Williamson employee the possible 


acquisition of Liggett? 


There were discussions at one 


point in time -- I'm not sure exactly what the timing 


TANNENBAUM, KUCHENBROD 6 PATEN 
Louisville, Kentucky 40202 
(50 2) 587-19 84 


http://legacyJibiary.ucsf.e8u^id^tffl|*0E0^lpBMw.industrydocuraents.ucsf.edu/clocs/pqxlOOO1 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


3 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


42 


was — that there was speculation that BAT may have 
been negotiating-or* may-have been considering either 
the possible acquisition of Liggett or of — I believe 


it was American. 

Q. 

discussions with? 

AJS 

with anybody. 

o 

Q. 

such discussions? 
A. 


Who did you have those 

MR. KLOTZ : Object to the form. 

Z didn't have those discussions , 

How do you recall hearing of 

) 

The primary focus really on the 
issue of that was agaii? speculation. I think there 

was some speculation — there has been some 

O' 

speculation in the paper about what BAT might do. 

' The position that was primarily 
established internally was that 'there was no way we 
could do that in terms of anti-trust or what have you, 
that the legal opinions said that that would not stand 
up. 


Q. 


not do it? 


A. 


You could not do it, or BAT could 


That we could not do it, or BAT 

9 


could not do i t and then fold it into Brown & 
Williamson. 
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Q. . Now, bow do you recall hearing 

that It could not be done? --- 

A. I recall from our legal counsel. 

° Q. Do you recall when this was? 

A. No, not specifically. 

^ q. Do you recall whether it was 

before or after Brown & Williamson's entry into the 
generic segment? 

A. No, I can't -- I couldn't be 

o 

explicit on the timing. 

HR. BARKER: Let's take a coffee 

o 

br eak. 

Kk. KLOTZ! sure. 

(A break was taken.) 

o- 

HR. BARKER: I'd like to have 

marked as Dewitt Exhibit 5 a document bearing Brown & 

Williamson Bate stamp 147783 . 

(Whereupon, Dewitt Exhibit 5 was marked for 

o 

ide nti f ica ti on.) 

Q. Ask you if you recall attending 

a meeting in February of 1984 to discuss Brown & 

Williamson's 10 year or long range plan? 

A. No, I don't recall specifically 

e 

attending the meeting, but I'm sure I did. 


Q. 


Did you have responsibilities in 
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February of 1984 with respect to the preparation of 
Brown & Williamson* s 10 year plan? 

A. Yes. The function reported to 


o 

me. 


Q. 

A. 


Who was the function? 

Itoe planning function. 

Q. Let me show you what has been 

previously rffcrked as Olges Exhibit 7. Can you 


identify that document? 


A. 


Yes. It's a 10 year planning 


document prepared for BATUS. 


Q. 

10 year plan? 

A. 


Is that the final version of the 


It would appear to be. 


HR. BARKER;. Off the record. 

(Off the record discussion.) 

Q. brewing yotfr attention to Page 

147 827. the last paragraph, first sentence of which 

a 

reads, "We must emphasize that this strategy is to 
avoid expanding the generic segment whil£ at the same 
time allowing B&W to recapture volume di spo r portions tel y 
lost." <> 

Does that refresh your 


recollection that one of Brown & Williamson's 


e 


strategies was to avoid expanding the generic segment? 
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’ ^ 




7 

8 

9 


A. I'm not sure about the 

recollection o£ my memory; I- think our concern as X 

expressed before had always been two issues, and one 

o 

is that we didn't want to continue to lose a 
disporportionste share of our established brands to 
the gen«ric segment, so, therefore, logically we 
wouldn't want the generic segment to expand. 

9 I think further being low margin, 

business it wouldn't be logical for us to want the 

o 

segment to expand. 


0 MR. BARKER] I' d 1 ike to have 

mearked as DeWitt Exhibit 6 a document bearing Brown & 

o 

Williamson Bate stamp 153931 through 15393 8. 

(Whereupon, DeWitt Exhibit 6 was marked for 

O’ 

identif icati on.) 

A. Okay. 

Q. Do you recall receiving a copy 


of Dewitt Exhibit 6? 

® 

A. Yes. 

Q. Do you recall attending a long 

range strategy meeting in July of 1984? 

A. Yes. * 

Q. Do you recall making any 

® 

presentations at the July long range strategy meeting? 

A. I wouldn't characterize them a£ 
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presentations. 1 chaired the discussion relative 
particularly to the SWOT analysis that we made. 

Q. Okay. What is SWOT analysis? 

o 

A. It's strength, weaknesses, 

opportunities and threats. 

q. Is that for Brown & Williamson? 

A. Well, that's for ourselves and 

for our competitors. 


Q. Okay. 

o 

A. It* 8 been a long standing type 

of a process that wg have attempted to use over the 

years in terms of looking at our business and looking 

<> 

at our competitors. 


q. Do you recall what was discussed 

at the July long range strategy meeting concerning the 
SWOT analysis? 

A. We discussed each of our 

competitors in as much depth as we could, we looked 

e 

at each of your competitors with regard to the SWOT 
type of a situation, and we also looked £t ourselves 
in the same regard. 

q. Drawing your attention 4, to Item 

Number 2, it'says B&W SWOT analysis. That's on Page 

e 

153932. Do you know if anything would have been in 
the paragraph — in that paragraph underneath BSW SW^pT 
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analysis? 


A. 


I can't recall specif leal ly on 


that. It was precisely as I described it. 

o 

Q. Do you recall discussing Brown & 

Williamson's generic business as of -- at this July 
SWOT analysis? 

A. I would assume that we did. We 

discussed ttfe entire industry, the entire competitive 
situation and our entire business. 


Q. 


Okay. Let me show you what has 


been marked as Alar n Ezhibit 12. 


Okay. 


A. 

Q. Do you recall attending an 

executive meeting initial planning session on July 
23 rd, 1984? 

A. 

Q. 


Not specifically. 

Okay. Do ^ou recall July of 


1984 having any meetings at which a discussion took 
place about how long L&M could stay in business? 

A. No. ^ 

Q. Do you recall any discussions in 

July of 1984 about Liggett pricing below co4fe? 


A. 


I can't be certain as to the 


precise timing, whether it was July '84 or just when. 

I recall discussions concerning BAW's thoughts at tt&t 
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1 

tlme r that Liggett was perhaps pricing at below their 

2 

cost. 



3 


Q. 

Do you recall who was Involved 

4 

o 

in the discussions? 


5 


A. 

No. 

6 


Q. 

Do you recall what was said? 

7 


A. 

NO. 

8 


Q.® 

Drawing your attention to Page 

9 

147652, do you recognize the handwriting on that page? 

10 


A. 

NO. 

11 


Q. 

o Do you recall any discussions In 

12 

July 1984 

a bo ut th e 

fact that branded generics would 

13 

take from 

branded products? 

14 

15 


A. 

MR. KLOTZ x Object to the form. 

b' 

I don't understand the question. 

16 


Q. 

Okay. That If Brown & 

17 

Williamson produced 

a branded generic, that that would 

18 

not take 

share from 

the generic segment, but would 

19 

take share from the 

© 

branded segment? Do you recall 

20 

any such 

discussions? ^ 

21 


A. 

No. 

22 


Q. 

Okay. Let me show youbwhat 

23 

has been 

previously 

marked as Olges Exhibit 16. 

24 


A. 

© 

Okay. 

25 


Q. 

Can you Identify Olges Exhibit^ 


t 
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16? 


A. 


Yes. It's our strategic plan. 


'85 strategic plan 

G 


q. And that was revised In February 

of 1985; Is that correct, drawing your attention to 
the flra$ page? 

A. That's what It says, yes. 

Q.® The front page as well. Page 


1 47 56 97 


A. 


Yeah. 

HR. BARKER: Just a bl t Of 

o 

housekeeping. I suddenly recall that Olges Exhibit 7, 
Page 19, appears redacted, and, Mr. Klotz, I'd ask you 

to review that document and see If that document has 

b- 

been properly redacted? 

MR. KLOTZ: I'm sorry. I miss 

what you are saying. 

MR. BARKER: Well, It bears a 
redaction stamp. The only thing that I can see Is 
some numbers that have been redacted, an^ I don't know 
if it's -- if that's your position that that's been 
properly redacted, but I would ask you to lo6k at it 
again. 

MR. KLOTZ: Oh, you're asking me 
to review the original of this? 
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MR. BARKER* Review the original 
of 19 and ask — it's notra test now,-but — 

particularly one passage which appears to be redacted, 

o 

which I don't — unless it's your position that that 
material is irrelevant -- 

d* MR. KLOTZ: Which is the passage 

that you're referring to? 


5 » 


MR. BARKER: It's referring to , 


capacity for Macon. I don't know if that's — 


Q. 


MR. KLOTZ ; Okay, 
o Let me show you what has been 


marked as Olges Exhibit 18 and ask you if you recall 

o 

attending a Mew Orleans BATUS board meeting? 

A. I di^not attend that meeting. 

Q. Okay. Do you recall discussing 

that meeting with any Brown & Williamson employee? 


A. 

Q. 


No, not specifically. 

Do you recall hearing what 

-* <s 


changes were made to the BATUS strategic plan as a 
result of the New Orleans BATUS board meeting? 

A. No, Z can't be specific on that. 

Q. What is the BATUS strategic 

plan? 

e 

A. I have to make an assumption. I 

assume the BATUS strategic plan is the collection of* 
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all of the strategies and directions of the BATUS 
^organization, including, tobacco, retailing, paper, et 

cetera. 

o 

q. Okay. Have you seen a copy of 

the 1985 BATUS strategic plan before? 

A. No, I don't recall seeing one. 

HR. BARKER: I'd 1 ike to have 
marked as our next exhibit a document bearing Brown & > 
Williamson Bate stamp, 149406 through 149409, Exhibit 


(Whereupon.oDewitt Exhibit 7 was marked for 
for identification.) 

A. Okay. 


7? 


A. 

Q. 

A. 


Can y£,u identify Dewitt Exhibit 


Yes. 

•f 

What is it? 

It's the operating plans for the 


planning and ventures function that reported to me. 

Q. Did you participate in the 

preparation of Dewitt Exhibit 7? 

A. It was primarily prepared by Mr 

Parrack, and, yes, I participated to some degree on 


it. 


Q. 


Do you know when the planning ^ 
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and ventures 1986 operating plans were developed? 

A. I can't be precise because I'm 

not sure o£ the exact date o£ the formation of the 

o 

function. It was a new function where planning was 
merged with a marketing ventures type activity. 

& Q. Was that the time that Hr. 

Parrack reported to you? 




Yes. 


A. 

Q. Were these plans submitted to 

o 

anybody at Brown & Williamson? 

A. 0 Oh, yes. 

Q. 

A. 

Sandefur, and to the chairn^an 


To whom? 

o 

Well, to my boss, who was Tommy 


Q. 


And is that part of a planning 


cycle, the — each department's operating plans? 


A. 

Q. 


Yes. 

One of the plans was to test the 


volume potential for a mid priced branded GPC deluxe; 
is that correct? p. 

A. That's correct. 


Q. 


Did Brown & Williamson test the 


volume potential for a mid priced branded GPC deluxe? 

A. No, we never did go into the 

test market with it. 
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Q. Did you do any consumer tests 

with respect to a mid priced branded GPC deluxe? 

A. I'm not certain. I don't 

o 

believe we did. there may have been some basic focus 
group work or something of that sort, but it was not 
extensile if it was. 

Q. Do you recall why Brown & 

Williamson Sid not do a test for a mid priced branded > 
GPC deluxe? 

o 

A. Primarily because of the 

competitive activities. Doral specifically was a full 

trade dress product, and was priced at either equal to 

<> 

or less than our generic price. We were looking at a 
mid priced product in GPC deluxe, and it just didn't 
seem to be — that segment just didn't seem to develop 
as a viable segment. 


Q. 


Okay. Do you know when the 


decision was made not to test GPC deluxe? 

e> 

A. 1 think that would probably be 

around mid year 1986 . p. 

MR. KLOTZ : You mean mid year 


1985? 

is — about now. 

Q. 


HR. BARKER: HO, '86 I think 

Are you talking this year or -- 
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HR. KLOTZ: Do you mean the 
decision was made approximately now? 

A. No, no, I'm sorry. It would 

o 

have been mid to late 1985. I'm sorry. 

Q. Okay. 

d* A. I think the plan had been to do 

it in ' 86 . 

9 MR. KLOTZ: Okay. 

q. Let me show you what has been 

o 

previously marked as Olges Exhibit 21. 

0 (Off the record discussion.) 

A. 

Q. 

Olges Exhibit 21? 


Okay. 

Do you recall seeing a copy of 


A. 

Q. 


Yes. 

Do you recall attending 


strategic review sessions in late July o£ 1 985? 

A. I'm sure I did. I don't recall 

it specifically. 

HR. BARKER: I'd Jpike to have 
marked as our next exhibit a document bearing Brown & 
Williamson -- documents bearing Brown & wilf'iamson 
Bate stamp 153 42 4 through 153 456 . 

o 

(Whereupon, Dewitt Exhibit 8 was marked 
for identification.) * 
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A. 

Q. 

document is, please? 


I'm familiar with this. 
Can you identify what the 


A. Yes. It's a — I believe it's a 

draft of part of the plan that emerged out of the 
strategic review session. 

Q. Okay. Drawing your attention to 

Page 153426? there's a bullet that says, "Export 

transfer and Petersburg plant closing - '85 closing 

o 

possible pending GPC volume considerations." 

0 Do you know what that's 

referring to? 


A. 


Yes. We had a concern about our 


Well, I think it closed about 

9 


ability to be able to produce the projected volumes of 
all of our manufacture because of the closing of the 
Petersburg factory. 

Q. And when cffd Petersburg close? 

A. 

November of • 85 . 

Q. Do you recall specifically what 

the GPC volume considerations were? 

A. It was just a part of ^bhe total 

volume. 

e 

Q. Okay. Drawing your attention to 

Page 153 42 9, is that your handwriting? ^ 
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A. 

Q. 

A. 


Yes. 

Can you read it. please? 

Ye8. It say8, "emphasize price 


tiering issue versus (instead of) value for money. " 

Q. Can you explain what that means? 

& A. This was primarily an internal 

political issue as it related to how things were said 

o 

to BAT Industries, to avoid some of the consider a tions> 
that they were sensitive to with regard to the whole 
issue of margins on our brands. 

o The concern was that we believed 
that price tiering within the U.S. domestic market was 
going to emerge and appear more or less as it has been 
internationally for many y$ars. And so instead of 
talking about generics or value for money and so on 

and so forth, we wanted to emphasize price tiering as 

* 

a probable way of the future in the U.S. domestic 
market. 


Q. 

there would be? 

A. 


Do you know how many price tiers 
That depends on the marketplace. 


I mean, in many countries outside the U.S. there may 
be as many as ten price positions. 


Q. 

subject for -- 


And why was this a sensitive 
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1 

A. 

Because of the Impact on 

2 ' 

* margins. 


3 

Q. 

Do you recall when you first 

4 

o 

heard of B&W*s purchase of GPC? 

5 


HR. KLOTZ : Object to the form. 

6 

A. 

when X first heard of it? 

7 

Q. 

Yes. 

8 

A? 

No, not really. 

9 

Q. 

Do you recall hearing of 

10 

negotiations with GPC? 

11 

> 

• 

o 

As I recall, my first memory of 

12 

anything relative to 

B&W and GPC was relative to a 

13 

contact initiated by 

O 

GPC, would B&W be interested? 

14 

Q. 

How did you hear of that? 

O' 

15 

A. 

Just -- X am not sure whether 

16 

conversation or in a 

meeting or just what. 

17 

Q. 

Was the G#*b contract discussed 

18 

at executive committee meetings? ! 

n ! 

19 

A. 

As I recall, I think there was a 

20 

discussion in terms of more or less on $n after 

21 

the fact basis, more 

of a reporting type procedure. 

22 

Q. 

Do you recall who reported? 

23 

A. 

X believe it was Tommy Sandefur. 

e 

Do you recall what he said? 

24 

Q. 

25 

A. 

Not specifically, no. ^ j 

i 

/ 
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Q. 

A. 


Generally? 

Well, as I said, I think it was 


an after the fact situation, and simply reported that 

G 

there had been agreement in principal with GPC as to 
B&W providing the manufacture. 

Q. Did the executive committee 

approve the contract prior to its execution? 

Not that 1 recall. 

Q. Do you know if BATUS or BAT 

G 

was consulted about the contract prior to its 
execution? 0 


A® 


A. 


My assumption is that they would 


Do you recall hearing that BATUS 


have been. I'm not personally familiar with that. 

Q. 

wanted to know more about the GPC contract? 

A. Not specifically. 

Q. Do you refill discussing the GPC 

contract with Mr. Par rack? 

0 

A. I think I recall some 

discussions with Mr. Parrack as it related to GPC 
deluxe. 

q. And what do you recall of your 

discussions with Mr. Parrack about GPC deluxe? 

A. That the GPC company was 

interested as we were at that point in time of ^ 


TANNENBAUM, KUCHENBROD & PATEN 
Louisville, Kentucky 40 202 
(50 2) 587-19 84 


B 24 18821 


http://legacyJibrary.ucsf.e8u^Rl)fejrlQff|a^i(p®Mw.industrydocumefits.ucsf.edu/does/pqxl0001 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


exploring that. It seems as if there might have been 
some minor contract revision required or something of 

that sort. I'm just not sure. 

o 

HR. barker t I'd like to have 
marked as our next exhibit a document bearing Brown & 
Williamson Bate stamp 121716. 

(Whereupon, Dewitt Exhibit 9 was marked for 
identification.) 

Q. I'll show you what has been 

o 

marked as Dewitt Exhibit 9 and ask you if you can 


identify that docun^nt? 


Yes. 


What is it? 


A. It's a request from me for 

O' ^ 

agenda items for an executive committee meeting. 


document? 


Okay. Whose writing is on that 


I can't be certain. Some of it 


is mine. Item Number 5 is mine. The initials at the 
end of item 1 are mine, and the initials at the end of 
Item 3 are mine. I'm not sure who the balance of the 


writing is. 


mean? 


Do you know what the initials 


Yes. That means the person who 
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is to discuss the issue. 


Okay. Do you recall Hr. Heger 


discussing the issue of GPC at an executive committee 

o 

meeting? 


I can't recall the specific 


meeting^ 


Does your secretary maintain 


copies of executive committee agendas? 


1 would doubt it. I think after 


the agenda is reduced, you know, it's simply a 


guideline for following discussion. I don't think 


there's any particular value to retaining those. 


MR. BARKER! Okay. Hr. Klotz, 


my request, just to ensure ^larity, is for minutes 
and/or agendas. I believe it was understood that way. 


out I just wanted to make sure, to confirm it. 


HR. KLOTZ t Yes. 


Is Hr. Lowdenback on the 


executive committee, or at least was he as of June of 


1985? 


A. Technically I don’t think Mr. 

Lowdenback was on the executive committee. \ think 


Hr. Lowdenback did attend the meetings, 


By the way, going back to Olges 


Exhibit — Dewitt Exhibit 8 if you would, your 
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comments on Page 153429, to whom were they made? 

A. These were comments that were 

made to me, I believe, by someone, probably Dr. Hughes 

o 

or — 

Q. No, I don't think ~ 

& A. No. This was '85, July of '85. 

Probably by Tommy Sandefur, saying, you know, be 
sensitive t8 the issue that X talked about and . 

rephrase this. 

o 

Q. Okay. And did you pass that 

information on to M^s. Olges? 

A. She was likely at the meeting. 

I tended to take notes, and she tended to take notes, 

too. What I would usually do at the end of the 

O' 

session, we used to get together and compare notes. 

Q. Drawing your attention to Page 

153445 of that exhibit, can you'identify what that 
page is referring to? 

A. I think it's simply an index 

page* p. 

Q. Por a planning manual? Have you 

heard of such a thing? ^ 


A. 


I am not certain at all about 


the use of the word planning manual. We don't have a 
planning manual as such. We have a planning 
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timetable. 


Q. 


Okay. Let me show you what has 


been previously marked aa Par rack Exhibit 22 


A. 

Q. 

Exhibits? before? 
A. 


Okay. 

Have you seen a copy of Parrack 


I am not certain. Parrack took 


an awful lot of notes. These appear to be in his 
handwriting. 

o 

q. Okay. The second part if you 

start at Page 155910' X believe those are Ms. Olges' 
handwriting, but maybe you should check that and see 
if that's correct? 


writing. 


A. 

Q. 

A. 

Q. 

A. 

Q. 


1559 ^ 0 ? 

Yes. 

Okay. That appears to be her 


And thereafter? 

o 

X believe it's her writing. 
Do you recall reviewing her 


notes at the end of the July strategic planning 


sessi ons? 


A. 

Q. 


Not specifically. 

o 

That was the normal course of 


action? 
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A. 

action was that I 

she had picked up 

o 

pertinent related 
Q. 


Well, more likely the course of 
reviewed my notes and make sure that 
any points that I thought were 
to the discussion. 

Did you keep copies of your 


notes? vJ' 


A. 


I seldom ever did once I turned 


9 

them over to her. 


Q. 

o 

A. 

then I would hand 

Q. 


Oh, you'd give than to her? 
Yeah. We reviewed than, and 
hV my copies. 

Do you recall a discussion at 


the July strategic planning meetings about GPC 
advertising its generic ci^rettes? 

A. Not specifically at that 


meeting, no. 

Q. Okay. Drawing your attention to 

Page 155921 , under value for money, the first bullet, 

9 

which reads, "Key short term - is management of GPC 
mark; bill brand loyalty; similar to Liggett's 
management of Q seal." 

Do you know what that'^ 

referring to, the Liggett* s management of Q seal? 

9 

HR. KLOTZ: Before you answer 
that, have we established what meeting these are not^s 
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taken in -- 

HR. BARKER: Yes. 

MR. KLOTZ : — and whether he 

o 

was at it? 

Q. Do you recall attending the — 

let's go* back to Olges 21 if you would, Mr. Dewitt. 
do you recall attending the meetings — 

A? Yes, Z would ordinarily attend 

the strategic planning meetings. 


Q. 

A. 


All right. 

When you asked me specifically 


if I recall attending a meeting on July the 26th of 
1985- or something of that sort, I can't tell you 

absolutely that I was there. 

O’ 

Q. Okay. Do you recall attending a 

meeting at which there was a discussion about 
Liggett's management of the quality seal? 

A. 

Q. 

quality seal, haven't you? p 

A. I have heard of it, but I'm — I 

don't know that it would be meaningful to m& I'm not 
sure that I would know what it represents or anything 


I don 1 t recall that, no. 

o 

You have heard of Liggett's 


of that sort. 

Q. 
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& Williamson had commenced a lawsuit against GPC? 

A. That Brown & Williamson had 

commenced a lawsuit against GPC? 


Q. 
A. 
& Q. 


Yes. 

No. 

Do you recall hearing that 


Liggett had commenced a lawsuit against Brown & 
Williamson? 9 

A. Yes. 

o 

When did you first hear that? 
0 I'm not sure of the timing. 


Q. 

A. 

Q. 


heard? 


A. 

Q. 

A. 


Okay. Do you recall how you 

o 

NO. 

• O’ 

Do you recall what you heard? 
I'm not sure I can be specific. 


I can generalize that Liggett ha3 initiated a lawsuit 
against B&W relative to, well, unfair trade practice, 
or there was some issue relative to the -- saying we 
were copying something on the pack. p. 

Q. Okay. Do you recall 

subsequently learning that Liggett had amended its 
complaint to include pricing allegations against Brown 


& Williamson? 

A. 


I was aware of that. How I 
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became aw ace of it, I'm not aure. 

Q. All right.. Do you recall 

discussing the lawsuit at any executive committee 
meeting? 

A. No, not specifically. It could 

have be%n — we could have had a situation where our 
legal counsel reported a status of lawsuits which he 
periodicall/* did. 

q. Let me show you what has been 

o 

previously marked as Olgas Exhibit 8. 

A. o It appears to be a part of a 

planning document. 

Q. 

planning document? 

A. 


Do you know what type of 


I can't really tell from this. 
HR. BARKER: I would request 
maybe a better copy of the first^page of Olges 8 which 
may assist in identifying exactly what the document 


is. 


A. 


It would appear to^be a part of 


the five year planning document or the — maybe not 
the final document, but a -- ^ 


Q. 


Do you recall approximately 


when — which year it was generated in? 
A. No. 
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Q. Drawing your attention to Page 

13 8957 , the second bullet under B&W's response reads, 
•If rjr enters generic segment, B&W will match RJR 
prl ce up to break even, but will not respond if the 
price is below cost." 

^ Do you recall discussing that 

strategy in 1985? 

A? I recall this as being a 

position of the company, that if a company such as RJR 

G 

should enter the generic segment, that we would 
respond to them up to a break even point. 


Q. 

even point? 

A. 

Q. 

trading profit? 

A. 


What do you understand by break 

■0 

Where we are not losing money. 

O' 

Does that mean not making any 


Trading profit? You'd have to 


describe that to me. What's your meaning of trading 


profit? 

Q. 

profit used? 

A. 

Q. 

term? 

A. 


Have you heard the term trading 


I have, yes. O 

What do you understand by that 

well, trading profit is prior to 
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all of the corporate overhead and those types of 
issues. 

Q. Drawing your attention to Page 

o 

13 8960* do you recall any discussions at the executive 
committee concerning a blend change on Brown & 
Williamson's generics? 

A. Yes. 

Q.® And what do you recall of the 

discussions about a blend change? 


A. 


The issue was basically related 


to margins. We weren't happy with the margins that we 
were getting, both on generics and to a larger degree 
on other products. We^rere trying to produce a blend 

change that would be less expensive. 

d- 

g. Blend change on generics or a 

blend change on all of your products? 

A. Well, we l^iok at it in both 

directions. If we get a good blend change that tests 
out well, and it's a less expensive change, then we 
might put it on generics, or we may put ^t on our 
regular established brands. 


Q. 

A. 

blend tests. 

Q. 


Okay. Do -- <• 

It simply depends on how the 


Do you recall the criteria used 
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for a blend change on generics? 

A. Not specifically. Our general 

criteria is it has to be equal to or better than 
existing product or competitive product before we mate 
a change. 

Have you attended any meetings 


<s> Q» 

with the CPC? 

AP 

Q. 

A. 


NO. 

What is the CPC? 

It's the chairman's policy 


committee of BAT Industries. 

o 

q. Are you aware of any CPC meeting 

that has occurred in Louisville in the last two -- 
since 1984? 

b' 

A. There have been on occasion 

meetings in Louisville. I can't recall specifically 
when they were. ^ 


Q. 


Do you recall who attended on 


behalf of Brown k Williamson? 

MR. KLOTZ: Object to the form. 

P 

A. Not specifically. I wasn't at 

any of the meetings. 

MR. BARKERS Let us have marked 
as our next exhibit a Brown k Williamson Bate stfamp 
147 6 90 through 147694. 
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O 

107 


(Whereupon, Dewitt Exhibit 10 was marked for 
identif ica tion.) 

(Off the record discussion.) 
q. Can you identify Dewitt Exhibit 




A. NO. 

q. Okay. I'll show you what has 

been previously marked as DeWitt Exhibit 6, and ask , 
you if that in any way refreshes your recollection 
about DeWitt Exhibit 10, in particular the last page 

of DeWitt Exhibit 10, which is entitled Long Range 

o 

Marketing Strategy, SWOT Analysis, 7-2 4-84, and 

particularly in Dewitt^xhibit 6 the second page. Item 

Number 2, B*W SWOT Analysis, (Chaired by Hr. DeWitt). 

b* 

Does that refresh your 
recollection about any part of 

HR. KLOTZ I'm sorry, what are 
we supposed to be comparing? 


Q. 

A. 


Looking at — 

The SWOT analysis here. 


HR. KLOTZ: The SWOT analysis 
with what? b 

Q. With the last page of this, and 

ask you if that at least refreshes your recollection 
about the last page of Dewitt Exhibit 10? 


•vj* 
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A. No, it doesn't. This was a 

marketing strategy meeting, and I did not attend 

the marketing strategy meeting. Ifoe SWOT analysis was 

o 

obviously done by somebody else. 

Q. The one that is on page -- on 

the las$ page of OeWitt Exhibit 10? 

A. Yes. I would assume so. I have 

never seen %his. This could very well have been a 

marketing strategy meeting that was conducted by our 

o 

marketing people in preparing for this meeting over 
here. 


Q. 

A. 


On the same day? 

No. This simply means that's 


when the meeting is going to be that they're preparing 

O' 

for I assume. 

Q. Okay. Do you know the initials 

mjs down on the bottom there? * 

A. No. 

Q. 

Mary Jane — 

A. Skaggs. 

Q. Skaggs? 


e 

Is that Ms. Olges* assistant, 

9 


A. 


This could very well have been 


e> 


prepared by Mary Jane Skaggs, and it could have been a 
meeting, that, for example, Ted Par rack worked on w^th 
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the marketing people. Frequently Par rack or Trina 
Olges had separate meetings with the marketing people. 
Q. I'm talking July of 1984 in 

o , 

particular? 

A. I understand. 

^ Q. I think we have already 

identified Mr. Parrack as reporting to you sometime in 
1985? ® 

I said either Parrack or Ms. 


A. 

Olges. 

Q. 

been Olges? 

A. 

Q. 

A. 


Okay. 


So in 1984 it would have 


6ould well have been. 

Could it have been Parrack? 


I wouldn't say it wouldn't have 
been. I'm just not certain. 

Q. Going back^to Dewitt Exhibit 6, 

the SWOT analysis that's referred to there, what form 
would that SWOT analysis take? 

A. As I previously described, we 

would take an individual competitor, we would have 
easels, and we would write on the chart pape&, and we 
would take RJR, and we would go through their 
strengths. And we would have another easel, and we 
would go through their weaknesses, and we would have^ 


TANNENBAUM, KUCH 04BROD & PATEN 
Louisville, Kentucky 40 20 2 
( 50 2) 5 87-19 84 


824 1883S 


http://legacy.librdt7njcsf.e8tttttal)feqrl90jafl[O!(pdfcv.industrydocurTTents.ucsf.edu7dDcs/pqxlOOO1 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




1 

2> 


3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


73 

another one, and we would look at the opportunities 
that we saw that they had that might lead them in a 
strategic direction, and we would look at the threats 
tlfat they might provide either to us or to somebody 
else in the industry. 

^ Q. Did you put the material on the 

chalk board? 

A<$ 1 frequently did. On occasions , 

Ms. Olges would do it. On some occasions I think Mr. 

o 

Parrack has done it. 

Q. Do you recall ever discussing 

o 

too much generic business in one of your SWOT 


analyses? 


A. 


Could you clarify the question 

O' 


for me? 

Q. Too much generic business for 

Brown & Williamson, par ticul ariyf dr aw ing your 
attention to Dewitt Exhibit 10, the last page of it 
under threats? 

A. 

Q. 


this. 


A. 


Exhibit 10, the last page? 

Yes. That's the page. 

MR. KLOTZ: Be's referring to 

Oh, okay. 1 don't recall®this. 


As I say, I don't believe I participated in this 
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particular meeting. 

Q. Do you recall attending any 

meetings in 1985 to discuss Brown & Williamson's 

o 

pricing strategy on generics? 

A. Not specifically, 

vjv q. Do you recall what Brown & 

Williamson* 8 pricing strategy was on generics in 1985? 

9 HR. KLOTZ: Object to the form. , 

A. No. I don't — the only thing I 

o 

recall specifically is that we were — we would meet 
the prices of Liggett. 

Q. Let me show you what has been 

previously marked as Alar Exhibit 6. 

A. Okay. 

O' 

Q. Do you recall receiving a copy 

of Hr. Blott's March 6» 1985 , memoranda? 

A. I don't specifically recall 

this. 

Q. Do you recall responses to CPC 


comments? 


A. 

Q. 


No. 


Does the material on P&ge 85712 


refresh your recollection about Brown & Williamson's 
strategy on pricing of generics in 1985? 

MR. KLOTZ: Object to the form. 
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A. I don't believe the issue of 

refreshing my memory on that was really brought up. 

haven't responded to the question. 

o 

Q. I thought 1 ashed you, but, 

anyway, let's start again. 

^ in 1985 what do you recall 

Brown & Williamson's strategy was with respect to 
generic cigSrettes? 

HR. KLOTZ t Object to the form. 

G 

1 believe I gave you an answer 


to that. 


pi ease? 


A. 


Q. 


A. 


Well, can you give it again, 

o 


I said our pricing strategy at 

O' 

that time was to meet whatever price Liggett priced 
their product. We had to be competitive in the market 
place. If Liggett lowered the g&ice, we had to lower 
the price. 

<s 

Q. Do you recall any discussions 

about price leadership with respect to ^neric 
cigarettes? 

A. Not specifically. X recall that 

we were concerned about margins, that we were making a 
little money, but we weren't making anywhere nearly 
the type of money that we were making on our full 
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priced product, and that it was important to be able 
to increase margins. 

Q. And do you recall hearing that 

o 

Brown & Williamson's policy was to not take a price 
increase until price leadership had been secured? 

^ A. Not specifically. We were 

always concerned about improving price on our full 
margin products, and obviously the generic products, 
and then to increase margin by producing at less cost. 


Q. 


Let me show you what has been 


marked as Alar Exhibit 24. 


A. 

Q. 

document is? 

A. 


I'm familiar with it. 

6a n you identify what the 


This was in preparing for the 
CPC meeting. 1 don't believe this one was in 
Louisville, it was in Phoenix o*f someplace. This was 

material I believe that Trina and the accounting 

o 

people put together for this meeting. 


Q. 


Did you discuss the preparation 

*r 


of the material with Ms. Olges? 

A. No, I did not. This w<as a 

situation on the CPC where it was a combination 
activity between planning and accounting. And this 
type of work she was doing under the overall direction 
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of the senior VP of finance. 

Q. And that's Mr. fleger? 

A. Ye s. 

G 

Q. The — what is the CAC? 

A. Chaiman's advisory committee. 

& Q. And that 1 s the same as the CPC? 

A. No. I think they're two 

separate co&mittees. I'm not in that group, so I 
can't be more explicit in that. I think one is 

G 

advisory and the other one is policy. One decides. Z 
believe, and the ot^ier advises. 

Q. Let me show you what has been 

previously marked as f£lk 29. That's okay.. Nothing 
else. 


A. 

Q. 


29 ? 


Okay. 

Can you identify Falk Exhibit 


A. 

Q. 

A. 


Yes. 

o 

What is it? 

Having agreed to ^ strategic 
direction we established certain priorities within the 
corporation as to the allocation of resources, people 

and moneys. And we set up responsibilities through 

«> 

various individuals to manage these programs. 

Q. Did you have any responsibility 
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to manage any program? 

A. No, not that 1 recall. I mean, 

not that was a high corporate priority. 

G 

Q. Do you recall how many 

priorities there were? 

A. No. I would ~ I'm just 

guessing — I would say ten or less. 

Q. 9 Do you recall one o£ the 

priorities was manage growth in the value for money 


segment? 


A. 

Q. 


Ye 8. 


Do you recall Mr. Butler and Mr. 
Falk being the project directors for that project? 

A. Yes. 

O' 

Q. Do you recall if the project 

directors reported the results of their work to the 

<C 

executive committee? 


A. 


I don't recall specific sessions 


on that. They could have produced periodic status 
reports for the executive committee. I £hlnk they 
were primarily managed by Tommy sandefur. 

Q. Do you recall hearing (it a 

marketing effort being developed to produce a black 

o 

and white generic product with unique identity and 
equity characteristics? ^ 
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A. I think we had a thought at one 

point in time that there might be some opportunity to 
market generics in a way similar to branded products, 
a£d that, tor example, the GPC mark was something that 
the consumers would recognize. 1 think it was 
personally a wrong assumption. 

Q. Were you told at the time that 

B&W signed the contract with GPC that GPC had equity 
in its generic cigarettes? 


A. 

Q. 

A. 


Was Z told that? 

Ye 8. 

I think that thought was 


Do you know who expressed that 

O' 


expressed by various people in the organization. 

Q. 

thought — 

A. No. 

Q. — in the ^organization? 

A. I think at that point in time 

that was the theory, that this carried some type o£ 
loyalty with the consumer or something of that sort. 

*r 

I seriously doubt that it did. 

Q. Did you express that doubt to 


anybody? 


A. 

Q. 


I believe I did. 
To whom? 
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A. I don't recall. 

Q. Let me show you what has been 

previously marked as Parrack 18. 

^ A. Okay. 

Q. Do you recall receiving a copy 

of Parrgck 18? 

A. Yes. 

Q? Do you recall discussing the 

document with Hr. Parrack? 


A. 


I don't specifically recall 


discussing it. I'm sure we did. 

o 

q. What were the circumstances in 

which Hr. Parrack sent^you his July 24, 1985, 
memorandum? 

A. I'm sorry? 

q. Did you ask Parrack to send you 

his July 2 4 memoranda? ^ 


A. 


I think this was in response to 


a request by Tommy Sandefur that we study the entire 
area of value for money. 

Q. Do you know if Hr. Parrack* s 

July 2 4 memorandum was supplied to Hr. SandetXur? 

A. 

was. 

Q. Did you discuss Hr. Parrack's 


I can't say for certain that it 

o 


vS» 
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1 

memorandum with 

Mr. Sandefur? 

2 - 

* A. 

I don't recall that 

3 

specifically. 


4 

° Q. 

Do you recall discussing the 

5 

value for money 

segment with Mr. Sandefur? 

6 

\S ' A* 

Again, 1 can't say specifically. 

7 

I think the whole issue of value for money was a very 

8 

important a%ea. 

We were looking at the entire issue 

9 

of price tiering 

and the various pricing structures to 

10 

o 

which we at one 

point in time were calling value for 

11 

money. 

o 

12 

Q. 

And this is in the time frame 

13 

July, August of 

1985? * 

14 

A. 

And prior to that, yes. 



O' 

15 

Q. 

Well, do you recall when you had 

16 

your first discussion with Mr. Sandefur — 

17 

A. 

No. * 

1 8 

Q. 

— about the value for money 

19 

segment? 


20 

A. 

Not really. 

21 

Q. 

Do you recall which year? 

22 

A. 

No. 

23 

Q. 

Let me show you what has been 

24 

marked as Blott 

Exhibit 2. 9 

25 

A. 

0k*y. „ 

d 
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q. what Is it? 

A. It's just a report from the 

auditor relative to their review of what they call 
sables G, which is a -- supporting the rebate program 
for generic cigarettes. 

^ Q. Do you recall the circumstances 

in which the report was prepared? 

A? It was an ordinary audit report , 

of a new system that had become operational. It's 

o 

normal traditional practice. 


Q. 


Did you discuss the report with 


anybody at Brown & Williamson? 
A. i?o. 


Q. 


Okay. Turning to Page 2 of that 


exhibit, second sentence which reads, "However, OEB 
customer and sales data files and one intermediate file, 
produced during check processing^ are susceptible to 
unauthorized and possibly undetected manipulation. 

Such manipulation might include changes to payee name 
and address, payment rates, and amounts ^r sales 
volumes. 

"The recent plan by MRS to 
acquire an access control software package should 
provide the means for achieving adequate protection of 
this data." 
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Do you know if Brown & 

Williamson acquirad an access control software 


package? 

G 


A. 

Q. 

\S* A. 


Yes. 

Do you know when they did? 
I believe it was late *85* 


somewhere in that range. I believe. I'm not sure of 
the exact timing. 

Q. Do you know how such a package 

o 

would achieve adequate protection? 

A. o Yeah. It'8 simply a — this 

happened to be an on line system where you had access 
to the files from multiple terminals, and if you 

happened to be good enough of a computer technician, 

O' 

you could access those files and manipulate them, more 
or less a standard type of a situation in an on line 
operation unless you have got tlfe security packages to 
protect you from that. 

e 

And we ultimately obtained and 
installed those security packages. I c^n* t be precise 
of the timing, but that project began sometime in '85, 
and I think is still in the phase of implementation 
depending on the nature of the system. 


Q. 


Okay. The last paragraph, first 


sentence reads, "Other issues brought up during the 
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review included entering band check information into 
the system;*"report review and segregation of duties- 

and password security for on line libraries.” 

o 

Do you know if hand check 
information was put into the system? 

A. I think traditionally in systems 

you have to have the ability to be able to produce. 
Hand checks 9 are an exceptional type of requirements 

other than a normal processing time. 

o 

q. What is a hand check? 

A. o A hand check is simply one -- 

give you an example. Suppose the rebate program is 
paid monthly -- I'm not not sure when it's paid, but 
if it's paid monthly or quarterly, and a customer 
didn't get the information in prior to the normal 
processing cut off and they were late in getting the 
information to Brown & Williamson, but then their data 

checked out they were authorized a check, then a hand 

o 

check would probably be written, and then the data 
from that hand check subsequently entered into the 
system for historical recording purposes. 

HR. BARKER: Okay. wfty don't we 
take a break and resume at 1:00? 

e 

HR. KLOTZ : Sure. 

(A lunch break was taken.) ^ 
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Q. Let me show you what has been 

previously marked as Christensen Exhibit 27 and ask 
you if you are aware of the procedures set forth on 
tifat page? 

A. No, £ am not. 

^ Q. Okay. Drawing your attention 

particularly to the last number — and if X could just 
have it bach for once? 

> 

A. Sure. 

Q. ° -- which reads, "The file note 

and costs will be given to R.A. Blott to be presented 

o 

to the executive committee." 

£ave you ever seen a file note 

presented by Mr. Blott to the executive committee? 

O’ 

A. On procedure for review of L&M/ 

Gary Tobacco rebate offers. 

Q. Yes. 


A. 

Q. 


That's the subject of the memo. 
Right. Have you ever seen any 


file notes from Mr. Blott on that subject? 

? 

A. No, X don't recall anything on 

that. <, 

g. Has Mr. Blott discussed any 

specific Liggett & Meyers tobacco rebate offers ®at an 
executive committee meeting? 
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A. He could well have. I just 

don't recall any.’ — 

Q. Let me show you what has been 

previously marked as parrack Bxhibit 24. 

A. Okay. 

^ Q. Ask you if you recall seeing a 

copy of that exhibit prior to today? 

IP. I don' t think I have ever seen , 

this. 

o 

Q. Have you heard of the term 

available margin b^Eore? 

MR. KLOTZ s Object to the form. 

A. m not sure about available 

margin. Certainly 1 know margin, but I'm really not 

O' 

certain what the term available margin means. 

q. Okay. Referring your attention 

to — going back to Tharaldson Exhibit 15, 
specifically Page 6 8431 — well, you are happy to look 
at any part of the exhibit -- do you know what the 
term available margin means on that pag^ — available 
variable margin, rather? 

MR. KLOTZ: Object to^the form. 


A. 


It would appear to me to be 


somewhat similar to gross margin. 

Q. Full margin? 
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A. Gross margin. This is prior to 

^ expenses. You got items here that I don't recognize,. 

for example, like growth reserve. Fixture reserve I 
assume is talking about the furniture that's used to 
display items. It's not meaningful to me. 

q. Let me show you what has been 

previously marked as Falk Exhibit 15 and ask you if 
you have seen a copy of that? 

A. No, I don't recognize this 

document. ° 

Q. Do you recall any discussions 

o 

prior to B&W's entry into the generic cigarette 
segment of B&W pricing<below cost? 

A. No. 

O' 

q. what was the criteria upon which 

Brown & Williamson would price its generic cigarettes? 

HR. KLOTZ Object to the form. 

A. 1 recognize some data that's 

included in here, for example, the fair share loss 

index and so forth. The principal reason as Z recall 

9 

B&W entering into the segment was because of the 
larger proportion to our share of losses tha£ we were 
experiencing to generics at the point in time. 

In terms of specific response to 
your question, our objective had always been to make 
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money out of the generic business and to slow down 
A that disproportionate loss we were experiencing ta 

generics. 

o 

Q. Do you recall any discussions 

about B&W being willing to go up to but not below 
cost? & 

A. My recollection is that we said 

we would ne^er be willing to sell our product at below, 

our cost, but we would meet competition up to that 

o 

point. 

Q. Do you recall any discussions as 

to what was included in the cost item? 

A. No, not specifically. I'm not 

an accountant' so I'm not familiar with the technical 

O' 

details of what's included in cost or anything of that 
sort. 

Q. Was there £ny discussion prior 

to B&W 1 s entry as to what was included in costs? 

A. Mo. I think that's out of my 

area. I just don't have any familiarity^with that. 1 
don't recall any discussions. 

Q. Okay. <* 

q. Oo you recall any discussions 

«> 

about Doral prior to B&W's entry? 

A. Not specifically as it relates^ 
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to prior to B&W s entries. I recall discussions on 
Doral; as I previously stated, -as it impacted our 
concept of looking at the GPC deluxe. 

Doral appeared to us to be 
pricing at a position that would make a GPC deluxe 
entry nqpviable economically. They appeared to be 
matching black and white generic in terms of retail 
price level,® and below black and white generics in 

many situations. 

o 

Q. Is that list price or rebate 

price ? 

o 

A. It* 8 retail price. It's 

consumer — price to tt& consumer, which is ultimately 

what we have to measure as in terms of viability of a 

O' 

product. 

Q. Okay. And in 1985 was B&W's 

branded products at a greater net price to Brown & 
Williamson's customer than Brown & Williamson's 
generic product's net price? 

A. I think you would jj^ave to 

describe a customer to me. 

Q. A direct customer of Btown & 

Williamson. What I'm dealing with is list price less 

$ 

rebates and allowances or whatever, is the price in 
1985 for B&W a branded products more or less than 
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B&w* s generic cigarette's price? 

A. Well, I think in gross terms you 

have to say that our products for established brands 
iff terms of our customer are higher than our prices 
for generic products. 

^ Q. And that includes both list 

price and any allowances that were given; is that 
correct? $ 

A. Well, I'm not speaking in terms 

O 

of margin to our customer. I'm speaking in terms of 
pricing. 

o 

Q. Yes. I'm talking about pricing? 

A. *ka far as I recall, I think 

that 1 8 right. 

Q. 

six months of 1984? 

A. 


Is the same true for the last 


I don't recall any change in 


that basic orientation. 


Q. 


You recall earlier today we 


discussed the possible marketing of Hallmark as a 

? 

branded generic, and you spoke about activities with 
respect to Doral as impacting on the decision to 
market Hallmark. What particularly were the 
activities on Doral that affected the markating 9 of 
Hallmark as a branded generic? 
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HR. KLOTZ: Object to the form. 

A. Well. Doral was a product that 

had been previously heavily advertised, and was a 
naMe, although unsuccessful in basic terms as a 
foremargin type product, but our competitors spent a 
lot of Q>oney in establishing the name of Doral as a 
product that would be recognizable to the consumer. 

® And looking at the consideration, 

of Hallmark, particularly in view of competitive 

o 

activity on Doral. to reduce it to a level equal to or 

below the retail price structure of black and whites. 

o 

considering the fact that Hallmark if we launched it, 
one. there didn't seem^to be a nitch there at a mid 

price point, and. two. it would take a lot of 

O' 

marketing funds in order to establish the name of 
Hallmark as a — as a name that the consumer would be 
familiar with. ^ 


The combination of the two of 
those just didn't seem to provide a possible nitch for 
us to enter. 

P 

Q. Do you recall that being the 

concensus view of Brown & Williamson management? 

A. Yes. as far as X recall. 

Q. Do you recall if Mr. Blot£ 

initially supported the proposition of Hallmark as a 
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1 

branded generic? 

. 

2r 

> A. 

I don't recall Hr. Blott* s 

3 

position on that. 


4 

° Q. 

Have you heard of U.S. Tobacco? 

5 

A. 

Yes. 

6 

& Q. 

Do you recall when U.S. Tobacco 

7 

manufactured generic 

ci garettes? 

a 

rf 5 . 

I'm not sure I'm familiar with , 

9 

U.S. Tobacco in terms 

of being a generic cigarette 

10 

O 

manuf acturer. 


11 

Q - 

Do you know a Mr. Scott? 

12 

A. 

Don Scott? 

13 

Q. 

les. 

14 

A. 

Ye b. 


■ * 

O' 

15 

Q. 

Did he report to you at -- 

16 

A. 

He did at one time. He was the 

17 

planning manager. 


18 

Q. 

Did he subsequently move to the 

19 

finance department? 


20 

A. 

Ye8. He moved f r^n planning I 

21 

believe into -- he was our auditor. 1 

i 

22 

Q. 

1 

Did anybody replace him in the 

23 

planning department? 

Not a8 such. Trina Olges 

24 

A. 

25 

assumed more overall 

responsibility, and I think shj 

/ 
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got a promotion as a result of his move. 


Williamson? 


audltor. 


& 


A. 


Q. 


retirement? 

A® 

Q. 

A. 

three months. 

Q. 


Is he still with Brown & 

Yes, he is. He's currently our 

Is there a set date for your 

Not until I set it. 

Is it imminent? 

Yes, within the next two or 

Okay. 

#R. BARKER: Thank you very 


much. I have no further questions. Mr. Klotz? 

O’ 

MR. KLOTZ: No questions. 
(Witness excused.) 


ip 
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STATE OF KENTUCKY ) 

COUNTY OF OLDHAM ) 

I, MARCIA KUCHENBROD, a notary public within 
a£& for the State at Large aforesaid, do hereby 
certify that the foregoing is a true, correct and 
complet^ transcript of the deposition of WIN SON l. 

DeWITT, taken at the time and place set out in the 
caption, including objections and remarks of counsel; 
that the deposition was taken pursuant to notice; that 
the said witnes's was duly sworn before giving his 

deposition; that the appearances were as set out in 

o 

the caption hereof; that the said deposition was taken 
down by me in stenotyp? and afterwards transcribed on 

a computer under my direction. 

O' 

I further certify that I am neither attorney 
or counsel for, nor related to or employed by any of 
the parties to the action in whi^th this deposition is 
taken; and further, that I am not a relative or 
employee of any attorney or counsel 'employed by the 
parties hereto, or financially interested in the 
action. 

Given under my hand as notary aforesaid, 
this the 1st day of February, 1986. 

tty commission expires March 14, 1989. 9 
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I, the undersigned, WIN SON L. Dew ITT, do 

* hereby certify that I have read the foregoing 

deposition and that, to the best of my knowledge, said 

drf^ositlon is true and accurate (with the 


the following corrections listed below) : 
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WIN SON L. DeW ITT 
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Louisville, Kentucky 40 20 2 
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Before me, the undersigned Notary Public 
within and for the above-named county and state, on 

the_day of_, 1986, personally 

appear e£ win SON L. Dew ITT and acknowledged the 
execution of the foregoing document. 

My commission expires:_. 


Notary Public 


• 
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